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SUBJECT: U.S.-JAPAN CIV AIR NEGOTIATIONS: REPORT 4 

1 . DELEGATIONS CONCLUDED FIRST ROUND OF DISCUSSION ON EACH 
ISSUE ON OCTOBER 13 WITH EXCHANGE OF VIEWS ON ALL-CARGO 
SERVICES, CHARTERS, LOW FARE SCHEDULED SERVICES, AND 
JAPANESE AIRPORT CONGESTION. 

2. JDEL PROPOSED THAT ROUTES FOR ALL-CARGO SERVICES BE 
SAME FOR BOTH SIDES, NAMELY. TOKYO, OSAKA AND OKINAWA 
AS COTERMINAL POINTS IN JAPAN AND ANCHORAGE, CHICAGO. LOS 
ANGELES, NEW YORK, SAN FRANCISCO, SEATTLE, ATALNTA, 

DALLAS/FT. WORTH, AND HOUSTON AS COTERMINAL POINTS IN 
U.S. THERE WOULD BE NO BEYOND RIGHTS ON EITHER SIDE. 

EACH COUNTRY COULD DESIGNATE UP TO THREE AIRLINES FOR 
ALL-CARGO SERVICES AND CAPACITY REGIME PRESENTED EARLIER 
WOULD APPLY EQUALLY TO ALL-CARGO CAPACITY. USDEL 
EXPRESSED SURPRISE JAPAN WOULD PROPOSE CONTRACTION OF 
OPPORTUNITIES IN AN AREA DIRECTLY RELATED TO TRADE 
BETWEEN TWO COUNTRIES AND NOTED INCONSISTENCY BETWEEN 
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JAAN'S MARKET SHARING APPROACH IN AIR TRANSPORT AND 
ITS PRESUMED INTEREST IN UNRESTRICTED OCEAN TRANSPORT. 

JDEL ARGUED TWO SITUATIONS WERE HISTORICALLY DIFFERENT. 

WE AGAIN EMPHASIZED THAT OVERALL AGREEMENT COULD ONLY 
BE CONCLUDED IN AN EXPANSIONIST CONTEXT WHICH DEALT 
ADEQUATELY WITH ALL ISSUES. 
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3. JDEL CHOSE TO TACKLE CHARTER ISSUE IN PLENARY BY 
ASKING SERIES OF QUESTIONS WHICH INDICATED IT FELT THAT 
CHARTER FLIGHTS WOULD ONLY DIVERT TRAFFIC FROM SCHEDULED 
SERVIES WHICH SHOULD CONTINUE RECEIVE FIRST PRIORITY. 

USDEL REFUTED THIS LINE OF ATTACK AND REPEATED THAT 
CHARTERS WERE AN ESSENTIAL ELEMENT OF AN OVERALL 
SETTLEMENT. JDEL HAS INDICATED PRIVATELY IT PREPARED 
DISCUSS CHARTERS AND NT OPPOSED TO SOME ARRANGEMENTS. 
HOWEVER, TWO UNACCEPTABLE FEATURES OF JAPANESE 
POSITION HAVE BECOME CLEAR. ONE IS THAT THE CHARTER 
ARRANGEMENTS SHOULD BE WORKED OUT AFTER SCHEDULED 
SERVICE ISSUES SETTLED, AND OTHER IS THAT JAPANESE 

SAY THEY CAN GIVE US MUCH LESS IN CHARTER AREA THAN 
WE ARE ASKING. 

4. DISCUSSION OF LOW FARES ON SCHEDULED SERVICES 
REVEALED JAPANESE NOT OPPOSED LOWEST FARES POSSIBLE, 

BUT THEIR REMARKS MAKE IT CLEAR THAT JAPAN BELIEVES 
IATA SHOULD SET FARES AND PRIMARY FACTOR SHOULD BE 
PROFIT FOR AIRLINES. WE SUSPECT JAPANESE HAVE 
DIFFICULTY SEPARATING THE QUESTION OF PRINCIPLE, 

ON WHICH WE CAN PROBABLY OBTAIN AGREEMENT, FROM THE 
ENVIRONMENT FOR LOW FARES WHICH WE SEEKING 
(CHARTERS, MULTIPLE DESIGNATION, AND NO CAPACITY 
LIMITATIONS), AND THEREFORE WANT TO AVOID A COMMITMENT 
TO LOW-FARES AT THIS TIME. 
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5. WORKING GROUP ON AIRPORT PROBLEMS MET AFTERNOON 
OCTOBER 1 1 WITH INCONCLUSIVE RESULTS. WHEN ISSUE 
DISCUSSED IN PLENARY OCTOBER 13, USDEL SAID IT COULD 
DRAW LITTLE COMFORT FROM AIRPORT SITUATION AND THAT, 
UNLESS SOME SOLUTIONS FOUND, IT DIFFICULT SEE HOW AN 
OVERALL PACKAGE COULD BE PUT TOGETHER. IT IS, IN FACT, 
INCREASINGLY EVIDENT THAT, IF JAPANESE ARE UNABLE TO 
PROVIDE SIGNIFICANT EXPANSION IN AIRPORT CAPACITY 
(WHICH MAY BE THE CASE), IT WILL BE IMPOSSIBLE TO 
DEVELOP A PACKAGE WHICH WILL GIVE US ANTHING OF REAL 
VALUE ON CHCARTERS, MULTIPLE DESIGNATION, CAPACITY, 

AND OTHER COMPETITION ISSUES. A SIGNIFICANT PART OF 
PROBLEM IS THAT JAPANESE SAY NARITA WILL INCREASE TOKYO 
AIRPORT CAPACITY ONLY SLIGHTLY, ESPECIALLY FOR SOME 
UNSPECIFIED INTERIM PERIOD, WHILE AT SAME TIME THEY 
HAVE NOT DECIDED WHAT CAPACITY WILL BE AVAILABLE AT 
NARITA IN LONG RUN OR HOW THEY WILL ALLOCATE IT. AS 
FOR OSAKA, JAPANESE SAY THAT NO NEW AIRLINES CAN 
ENTER (E.G., CONTINENTAL ON ITS SAIPAN SERVICES), 

EXISTING AIRLINES CANNOT INCREASE THEIR SLOTS, AND 
CHARTER FLIGHTS ARE VIRTUAL IMPOSSIBILITY. 
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6. IN ORDER ATTEMPT BREAK STALEMATE, WE HAVE MET 
INFORMALLY WITH ONLY LIMITED NUMBER GOVERNMENT 
PRINCIPALS PRESENT. WE SAID THAT FIRST STEP HAD 

TO BE TO AGREE ON WHICH ELEMENTS SHOULD BE INCLUDED 
IN A PACKAGE AGREEMENT, BUT WE COULD NOT EVEN GET 
OVER THIS HURDLE. FOR REASONS WHICH MAY BE AS MUCH 
PRESENTATIONAL AS SUBSTANCE, JAPANESE HELD TO VIEW 
THAT REVISION ISSUES (BY WHICH THEY MEAN SCHEDULED 
SERVICES) MUST BE SETTLED FIRST. 

7. NO FURTHER MEETINGS HAVE BEEN SCHEDULED WHILE 
JAPANESE DELEGATION MULLS OVER SITUATION INTERNALLY. 
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